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American  Policy  Toward  Germany 

In  preparation  for  the  meeting  of  the  Big  Four  Council  of  Foreign  Ministers  on  Germany, 
scheduled  for  November  25  in  London,  the  Foreign  Policy  Association  has  invited  two  distinguished  ex¬ 
perts  on  German  affairs — Professor  fames  K.  Pollocl^  and  Professor  Edward  S.  Mason — to  analyze  the 
main  aspects  of  American  policy  toward  Germany. 


The  POLITICAL  Situation 

BY  JAMES  K.  POLLOCK,  Professor  of  Political  Science  and  Chairman  of  the  Division  of  the 

Social  Sciences,  University  of  Michigan.  In  1945-46,  and  again  in  1947, 
Professor  Pollock  served  as  Adviser  on  Governmental  Affairs  to  Gen¬ 
eral  Lucius  D.  Clay,  Military  Governor  of  the  American  zone  in 
Germany,  where  he  was  instrumental  in  setting  up  the  Laenderrat, 
or  Council  of  States.  He  is  now  serving  as  a  member  of  the  Com¬ 
mission  on  the  Organization  of  the  Executive  Branch. 


TWO  and  a  half  years  have  passed  since  the 
mighty  German  war  machine  was  brought  to  its 
ignominious  end  by  the  combined  forces  of  the 
Allies.  Never  before  in  modern  times,  if  ever  be¬ 
fore  in  history,  has  a  nation  been  so  thoroughly 
crushed  as  was  Germany.  The  disintegration  of 
the  Nazi  state  left  the  country  without  leadership. 
Although  Hider  endeavored  to  pass  on  to  his 
shadow.  Admiral  Doenitz,  full  powers  to  represent 
the  German  nation,  so  complete  and  shattering 
was  the  collapse  of  the  Nazi  machine  that  it  fell 
to  the  lot  of  the  surviving  military  leaders  of  the 
Reich  to  sign  the  terms  of  surrender.* 

When  the  final  terms  were  signed  by  Field  Mar¬ 
shal  Keitel  in  Germany’s  destroyed  capital,  the 
country  was  left  in  the  worst  condition  it  had  ever 
known  since  the  Thirty  Years’  War.  In  contrast 
to  the  end  of  World  War  I,  when  the  Allies  did 
not  attempt  to  occupy  all  of  Germany,  in  May  1945 
Germany  was  prostrate  and  helpless  for  everyone 
to  see;  its  countryside  was  devastated,  its  principal 
cities  were  in  ruins,  and  every  part  of  its  territory 
was  occupied  by  the  victorious  troops  of  the  Allies. 
It  is  difficult  to  imagine  how  a  modern  nation  could 
have  been  more  condignly  punished;  and  if  it  is 
true,  as  many  thought,  that  what  one  does  not 
achieve  at  the  moment  of  victory  one  is  not  likely 
to  secure  later,  then  the  work  performed  by  our 
armies  left  little  to  be  desired. 

I.  The  Axis  in  Defeat,  Department  of  State  Publication  2423, 
1045. 


Unfortunately,  however,  there  are  difficulties  and 
disadvantages  as  well  as  satisfaction  and  security 
in  assuming  res|X)nsibility  for  a  helpless  and  de¬ 
feated  people.  Millions  of  displaced  persons  who 
had  been  released  from  bondage  by  the  advancing 
armies  had  to  be  cared  for.  Transport  and  com¬ 
munication  had  to  be  restored,  disease  prevented, 
and  order  maintained.  The  Allies  had  captured 
over  7,000,000  members  of  the  Reichswehr,  and 
thousands  of  leading  Nazi  officials.  Proper  dis¬ 
position  had  to  be  made  of  them  and  of  their  arms 
and  equipment.  Looking  back  on  the  first  month 
after  the  end  of  hostilities,  it  seems  almost  impos¬ 
sible  to  believe  that  order  could  have  been  so 
promptly  brought  out  of  this  incomparable  chaos.^ 

PROBLEMS  OF  ALLIED  OCCUPATION 
The  Cierman  people,  although  stunned  and  bat¬ 
tered,  came  through  the  war  very  well.  About 
4,o(X),ooo  German  soldiers  and  civilians  had  been 
killed  during  the  war,  but  Europe  had  been  forced 
to  put  at  the  disposal  of  the  conquering  Germans 
vast  quantities  of  food  and  supplies  of  all  sorts. 
These  accumulations  proved  to  be  indisj^ensable 
during  the  first  year  of  the  occupation.  After  food, 
housing  was  the  greatest  problem.  In  Germany 
before  the  war  there  were  approximately  19,000,000 

2.  See  Harold  Zink,  American  Military  Government  in  Ger¬ 
many  (New  York,  Macmillan,  1947)  for  a  complete,  over-all 
evaluation  of  the  accomplishments  of  American  Military  Gov¬ 
ernment;  also  W.  N.  Hadsel,  “Allied  Military  Rule  in  Ger¬ 
many,"  Foreign  Policy  Reports,  November  i,  1945. 
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dwellings.  Of  this  number  2,900,000  were  destroyed 
and  440o,(X)o  were  damaged.  In  three  states  of  the 
American  zone — Bavaria,  Wiirttemberg,  and  Ba¬ 
den — there  were  about  3,000,000  dwellings  before 
the  war — just  about  the  same  number  as  have  been 
destroyed  in  all  of  Germany.  To  put  it  another 
way,  statistics  show  that  in  the  years  from  1918  to 
1937  4,000,000  dwellings  were  built  in  Germany — 
about  the  same  number  as  have  been  damaged 
and  not  yet  repaired.  Altogether,  of  every  hun¬ 
dred  dwellings,  fifteen  were  destroyed,  twenty-three 
were  damaged,  and  sixty-two  were  either  un¬ 
touched  or  not  seriously  impaired.  In  Hessen  alone, 
54,225  dwellings  were  lost,  of  which  14,654  were 
in  the  city  of  Kassel.  As  a  result  of  Nazi  destruc¬ 
tion  of  bridges  plus  the  ravages  of  war,  rail  and 
road  networks  were  badly  disorganized.  But  per¬ 
haps  above  everything,  the  quartering  on  the  popu¬ 
lation  of  millions  of  Allied  soldiers,  some  of  whom 
(the  French  and  the  Russians)  lived  off  the  land, 
forced  the  Germans  to  begin  to  appreciate  the 
enormity  of  their  crimes  and  to  realize  their  obli¬ 
gations. 

The  occupation  of  Germany  by  the  armies  of 
Britain,  France,  the  Soviet  Union  and  the  United 
States  tcK)k  place  according  to  plans  which  had 
been  made  at  the  Quebec  and  Yalta  conferences 
and  in  the  European  Advisory  Commission.*  The 
decisions  of  the  Potsdam  conference,  reached  after 
the  war  had  ended,  added  other  complications  to 
the  already  difficult  situation.  First  of  all,  accord¬ 
ing  to  the  decisions  of  the  four  powers,  Germany 
was  to  be  partitioned  (at  least  temporarily)  and 
then  divided  into  four  occupation  zones.  All  the 
territory  east  of  the  Oder-Neisse  line  was  to  be 
administered  by  Poland  or  the  Soviet  Union.  The 
remaining  territory,  which  has  come  to  be  called 
“Rump  Germany,”  was  divided  into  four  curiously 
constituted  zones  of  occupation  with  each  of  the 
major  {X)wers  assigned  to  a  zone.  Berlin  was  agreed 
upon  as  the  administrative  center  of  the  occupa¬ 
tion,  although  it  was  located  in  the  middle  of  the 
Soviet  zone  and  the  Berlin  headquarters  of  the 
other  powers  were  thus  physically  separated  from 
their  respective  zones.  Only  one  concerned  with 
the  day  to  day  problems  of  the  occupation  can 
comprehend  what  these  physical  arrangements 
meant  to  the  three  Western  powers.  Early  in  July 
1945  Berlin  was  divided  into  four  sectors,  and 
special  arrangements  for  the  joint  administration 
of  the  whole  metropolitan  area  were  put  into  effect 
by  the  Kommandatiira,  the  inter-Allied  control 

3-  I.  K.  Pollock  anti  Others,  Change  and  Crisis  in  European 
Covernment  (New  York,  Rinehart,  1947),  ch.  IV;  also  James 
P.  Warburg,  Germany — Bridge  or  Battleground  (New  York, 
Harcourt,  Brace,  1947). 
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board  consisting  of  the  Berlin  commanders  of  the 
four  occupying  powers.'* 

Poland  proceeded  to  expel  the  German  inhabi¬ 
tants  from  the  territories  brought  under  its  ad¬ 
ministration  and  to  incorporate  parts  of  these  ter¬ 
ritories,  and  eventually  all  of  them,  into  the  Polish 
state.’  The  Soviet  Union  incorporated  the  northern 
part  of  the  former  province  of  East  Prussia  into 
the  R.S.F.S.R.  under  the  name  of  Kaliningrad 
province.^  France  at  first  developed  special  admin¬ 
istrative  arrangements  for  the  Saar,  and  then  later 
incorporated  a  somewhat  enlarged  Saar  territory 
into  France.’  Germany  today,  therefore,  includes 
only  territories  west  of  the  Oder-Neisse  line  exclud¬ 
ing  the  Saar.  Into  this  truncated  and  devastated 
area,  according  to  another  Potsdam  provision,  have 
been  moved  more  than  10,000,000  so-called  Volf{s- 
deutsche  expelled  from  Poland,  the  Sudetenland 
and  Hungary.®  Thus  with  about  a  quarter  of  its 
most  productive  agricultural  land  under  Polish  ad¬ 
ministration,  “Rump  Germany”  was  faced  with 
the  problem  of  trying  to  feed  and  house  and  care 
for  more  than  66,000,000  people  including  the  mil¬ 
lions  of  expellees  and  evacuees  who  had  been 
pushed  back  into  the  four  occupation  zones.  When 
the  Allied  (Control  Council  was  prevented  from 
treating  Germany  as  an  economic  unit,  first  by  the 
opposition  of  France  and  more  recently,  also,  of 
the  Soviet  Union,  the  respective  zones  were  left  to 
their  own  resources  or  to  those  of  the  occupying 
powers  in  order  to  provide  for  their  overcrowded 
populations.  The  United  States  and  Britain  have 
been  forced  to  pour  out  hundreds  of  millions  of 
dollars  each  year  to  keep  the  Germans  in  their 
zones  alive.’ 

4.  Anne  Whyte,  "Ouatlripartitc  Rule  in  Berlin,”  International 
Affairs,  Janu.iry  1947,  pp.  30-42,  is  a  poo<l  discussion  of  the 
subject. 

5.  See  Sidney  B.  Fay,  “Europe’s  Expellees,”  Current  History, 
April  1947,  pp.  321-28.  The  former  German  territories  cast 
of  the  fWer-Neisse  line  have  been  incorporated  into  the  Polish 
administrative  system  and  renamed.  Die  Neue  Zeitung,  23 
Juni  1947. 

6.  See  John  Hazard,  “Constitutional  Problems  in  the  U.S.S.R.” 
in  PolhK'k  anti  Others,  op.  cit.,  ch.  I,  p.  10. 

7.  By  an  order  dated  June  6  the  French  Military  Governor 
mtKlified  the  boundaries  of  the  Saar  territory  to  include  districts 
in  the  northeast  and  east  which  contained  lateral  railways  serv¬ 
ing  the  Saar  industries.  Elections  to  a  legislative  assembly  for 
the  Saar  were  held  on  October  5,  1947.  The  question  whether 
the  S.iar  is  to  be  incor|)orated  politically  as  well  as  economically 
into  France  has  not  yet  been  finally  settled. 

8.  The  expellee  figure  of  6,650,000  set  by  the  Allied  Control 
Authority  in  November  1945'  has  been  substantially  exceeded 
since  the  Polish  government  expelled  the  largest  part  of  the 
German  population  from  the  areas  east  of  the  Oder-Neisse  line. 
The  problem  of  caring  for  the  millions  of  DP's  was  handled 
chiefly  by  the  occupying  armies,  UNRRA,  and  other  interna¬ 
tional  organiz-ations.  In  the  American  zone  3,000,000  DP’s  have 
been  repatriated  since  the  enil  of  the  war,  but  on  June  30,  1947 
there  were  still  535,580  DP's  in  the  American  zone. 

9.  The  figure  for  the  United  States  is  $350,000,000,  to  which 
should  be  added  the  costs  of  occupation. 
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THE  POLITICAL  SITUATION 


ALLIED  CONTROL  AUTHORITY 

Under  the  Machinery  of  Control  Agreement  for 
Germany,  signed  on  June  5,  1945  by  the  four  pow¬ 
ers,  each  Commander  in  Chief  became  supreme 
in  his  own  zone,  and  the  four  together  constituted 
the  Control  Council,  which  under  instructions 
from  their  respective  governments  was  to  be  the 
supreme  authority  in  matters  affecting  Germany 
as  a  whole.'®  Decisions  of  the  Council  had  to  be 
unanimous,  but  the  Council  was  to  “ensure  ap¬ 
propriate  uniformity  of  action  by  the  Commander 
in  Chief  in  their  respective  zones  of  occupation 
and  will  reach  agreed  decisions  on  the  chief  ques¬ 
tions  affecting  Germany  as  a  whole.”  An  elaborate 
international  organization  was  develo^^d  in  Berlin 
to  perform  the  work  of  the  Control  Council,  con¬ 
sisting  of  the  Coordinating  Committee  (the  work 
horse  of  the  Council),  ten  directorates  in  as  many 
functional  fields  with  numerous  committees  and 
subcommittees,  and  a  Secretariat.  Decisions  by  the 
Control  Council  and  the  Coordinating  Committee 
are  published  and  are  transmitted  to  the  four  zone 
commanders  for  enforcement." 

In  the  two  years  of  its  operation  the  Allied  Con¬ 
trol  Authority  has  developed  into  an  efficient  ad¬ 
ministrative  organization  for  the  presentation  and 
discussion  of  the  policies  of  the  four  powers  in  all 
matters  affecting  Germany  as  a  whole.  It  has  also 
given  valuable  experience  to  hundreds  of  Allied 
experts  in  many  fields  in  the  negotiation  of  com¬ 
plicated  and  important  draft  proposals.  But  the 
Control  Council  has  not  distinguished  itself  as  an 
organ  for  deciding  the  critical  problems  which 
crowded  in  upon  it  from  week  to  week.  As  former 
Secretary  of  State  Byrnes  stated  in  his  Stuttgart 
spteech  of  September  6,  1946:  “So  far  as  many  vital 
questions  are  concerned,  the  Control  Council  is 
neither  governing  Germany  nor  allowing  Germany 
to  govern  itself.”'^ 

In  the  ensuing  year,  deadlocks  continued,  re¬ 
flecting  disagreements  at  the  highest  level  between 
the  four  governments,  and  what  promised  to  be¬ 
come  a  useful  and  constructive  organ  of  interna¬ 
tional  government  degenerated  into  time-consum¬ 
ing  conferences,  pleasant  buffet  sessions,  and  frus¬ 
trating  delays.  It  was  not  that  Germany  could  not 
be  governed  by  an  international  control  council; 
it  was  rather  that  the  four  powers  could  not  come 

10.  The  essential  documents  are  conveniently  available  in  J.  K. 
Pollock  and  J.  H.  Mcisel,  Germany  Under  Occupation  (Ann 
Arbor,  Wahr,  1947). 

11.  Sec  Pollock  and  Others,  op.  cit.,  chs.  Ill  and  IV.  The  enact¬ 
ments  of  the  Control  Council  arc  published  currently  in  the 
Official  Gazette  of  the  Control  Council  of  Germany.  In  the 
American  zone  official,  unrestricted  orders  are  published  in 
Military  Government  Gazette  Germany,  U.S.  Zone. 

12.  Department  of  State  Bulletin,  September  15,  1946. 


to  basic  agreements  as  to  what  they  wanted  to  do 
with  Germany.  Decisions  of  a  negative  nature  deal¬ 
ing  with  disarmament  and  demilitarization  were 
made  and  carried  out.  But  the  measures  necessary 
to  restore  the  shattered  economy,  to  increase  the 
production  of  food  and  consumer  goods,  and  to 
put  the  Germans  in  a  position  where  they  could 
help  themselves,  could  be  formulated  but  not 
agreed  to  in  the  Control  Council.  Hence  the  Ger¬ 
man,  and  with  it  the  European,  economic,  social, 
^nd  political  situation  grew  steadily  worse.  Equally 
dangerous  were  the  bitter  disagreements  among 
the  occupying  powers — and  embarrassing,  too,  be-  , 
cause  it  was  not  an  edifying  spectacle  for  the  Ger-  j 
mans  to  observe  their  conquerors  battling  openly  1 
in  their  midst.  1  j 

! 

DIFFERENCES  BETWEEN  ALLIES  I 

The  lack  of  international  agreement  on  the  larger  , 
questions  affecting  Germany  as  a  whole  forced  the  j 
various  occupying  powers  to  make  the  most  of  a 
bad  situation  and  to  go  forward  as  satisfactorily  1 
as  possible,  with  such  means  and  resources  as  were  j 
at  their  disposal  in  their  own  zones,  or  that  they 
could  command  elsewhere.  The  Russians  and  the 
French  not  only  lived  off  the  land,  but  also  requi¬ 
sitioned  for  their  own  use  supplies  and  materials 
sorely  needed  in  the  remaining  portions  of  Ger¬ 
many.  Britain  and  the  United  States  took  nothing  , 
from  the  German  economy  aside  from  agreed  | 
reparations,  and  in  addition  to  caring  for  their  I 
own  forces,  delivered  to  their  respective  zones 
large  quantities  of  food  and  other  necessary  ma¬ 
terials  aggregating  $350,000,000  a  year  for  each 
country.  The  partition  of  Germany  east  of  the 
Oder-Neisse,  the  division  of  the  remainder  of  the  j 
country  into  zones,  and  finally  the  failure  of  the 
powers  to  treat  Germany  as  an  economic  unit,  not 
only  perpetuated  but  actually  intensified  the  eco¬ 
nomic  and  political  chaos  into  which  Germany  was  / 
plunged  by  the  defeat.  Even  worse  from  the  Amer-  j 
ican  and  British  points  of  view  was  the  fact  that,  [ 
while  the  Soviet  Union  and  France  benefited  from 
the  occupation,  their  gains  really  were  due  in  large  , 
part  to  huge  American  and  British  subsidies  to  ‘ 
their  respective  zones  in  Germany.  For  if  the  goods  1 
taken  by  the  Russians  and  the  French  for  their 
own  uses  had  been  made  available  for  the  German 
economy,  American  and  British  subsidies  could 
have  been  much  smaller. 

In  administering  their  respective  zones,  the  four 
powers  interpreted  or  applied  the  Potsdam  pro¬ 
visions,  or  ignored  them,  as  they  saw  fit.  The  poli-  | 
cies  of  the  four  governments  could  be  carried  out  | 
without  let  or  hindrance.  Much  depended  upon  I 
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their  respective  military  government  staffs  and 
organization,  upon  the  leadership,  and  upon  the 
pressure  of  conditions  in  the  various  zones.*^  All 
of  these  differed  from  power  to  power  and  zone 
to  zone,  and  in  due  course  affairs  in  Germany 
began  to  go  in  several  different  directions.  In 
the  American  and  British  zones,  with  a  differing 
tempo  and  with  some  fundamental  differences  in 
principle  and  emphasis,  German  political  life  was 
reconstructed  on  a  democratic  basis  as  the  Potsdam 
Declaration  prescribed.’^  In  the  Russian  zone,  em¬ 
phasis  was  placed  on  securing  reparations,  on 
the  development  of  and  the  control  by  the  SED 
{Sozialistische  Einheitspartei  Deutschland),  a 
forced  merger  of  the  Communist  and  Social  Dem¬ 
ocratic  parties,  on  radical  agrarian  and  industrial 
reforms  designed  to  alter  the  social  and  political 
structure  of  the  zone,  and  on  tight  military  and 
plice  supervision  by  the  Soviet  Military  Adminis¬ 
tration.  In  the  French  zone,  aside  from  rigid  eco¬ 
nomic  controls  and  a  vigorous  “cultural”  prppa- 
ganda,  the  Germans  were  left  largely  to  their  own 
devices  until  pressures  and  developments  in  the 
other  zones  forced  several  measures  looking  toward 
democratization.’’ 

ATTITUDE  OF  GERMANS 

To  all  this  political  confusion  and  diversity,  the 
Germans  in  the  various  zones  reacted  quite  nor¬ 
mally.  As  a  strongly  disciplined  people,  they  con¬ 
tinued  to  follow  the  orders  they  were  given.  They 
adjusted  to  the  occupying  power,  whichever  it  was. 
There  has  been  little  disorder;  and  underground 
activity,  although  in  existence,  has  been  unimpor¬ 
tant.  In  general,  there  has  been  no  security  prob¬ 
lem,  and  the  occupying  powers  have  been  bothered 
more  with  their  own  border  and  other  restrictions 
than  with  the  opposition  or  hostility  of  the  Ger¬ 
mans.  Actually,  German  officials  as  well  as  the 
German  population  have  cooperated  surprisingly 
well,  especially  in  the  American  zone,  even  with 
unpopular  measures  like  denazification,  land  re¬ 
form,  and  reparations.  Food  riots  have  occurred 
in  the  British  zone,  and  there  has  been  some  in¬ 
dustrial  sabotage  in  the  Soviet  zone.  Bitter  feeling 
also  exists  in  parts  of  the  French  zone  against 

13.  The  original  American  directive  known  as  JCS  1067  was 
superseded  on  July  ii,  1947  by  a  new  policy  directive  to  be 
found  in  ibid.,  July  27,  1947,  pp.  186-93. 

14.  See  Occupation  of  Germany,  Policy  and  Progress,  Depart¬ 
ment  of  State  Publication  2783,  European  Series  2783. 

15.  New  constitutions  have  recently  been  promulgated  in 
South  Baden,  South  Wuerttemberg,  and  in  the  Rhein-Pfalz.  On 
June  6,  1947,  Gen.  Koenig,  the  French  Military  Governor, 
issued  Ordinance  No.  95  dealing  with  the  powers  of  the  Laender 
in  the  French  zone.  For  a  discussion  of  the  new  Rhein-Pfalz 
constitution  see  Deutsche  Rechts-Zeitschrift,  2  Jahrgang,  Heft 
8,  245.49. 


French  policies  and  officials — undoubtedly  also,  to 
a  certain  extent,  in  the  other  zones,  but  there  it  is 
not  as  significant.  On  the  whole,  however,  the  four 
powers  have  been  remarkably  fortunate  up  to  now 
in  receiving  willing  and  capable  assistance  from  the 
Germans.  It  is  therefore  the  policies  of  some  of 
the  occupying  powers  that  must  be  held  respon¬ 
sible  for  bringing  Germany,  and  with  it  most  of 
Europe,  to  the  present  unhappy  condition. 

Two  events  during  the  occupation  throw  some 
light  on  the  attitude  of  the  Germans  toward  their 
conquerors  and  their  present  plight.’^  One  was  the 
election  of  the  city  council  in  Berlin  on  October 
20,  1946;  and  the  other  was  the  recent  conference 
of  the  Minister  Presidents  of  the  four  zones  in 
Munich  on  June  6  and  7,  1947.  In  the  Berlin  elec¬ 
tion  in  all  sectors  of  the  city,  the  Social  Demo¬ 
cratic  party,  which  is  banned  in  the  Soviet  zone, 
led  all  the  other  parties.  Even  in  the  Soviet  sector 
of  the  city,  the  Social  Democrats  secured  43.8  per 
cent  of  the  total  vote,  while  the  Soviet-sponsored 
SED  was  a  poor  second  with  29.8  per  cent  of  the 
total  vote.’^  In  the  Munich  conference  of  the  Min¬ 
ister  Presidents  of  all  four  zones,  the  representa¬ 
tives  from  the  French  zone  were  in  attendance 
only  because  they  promised  not  to  discuss  political 
questions,  while  the  German  officials  from  the 
Soviet  zone  withdrew  from  the  conference  when 
political  items,  which  the  Soviet  Military  Admin¬ 
istration  wanted  to  have  discussed,  were  not  put 
on  the  agenda.  Only  the  German  officials  from  the 
American  and  British  zones  were  free  agents,  hav¬ 
ing  been  trained  in  the  democratic  process  in  their 
two  zones,  while  the  German  officials  from  the 
other  two  zones  were  complaisant  or  willing  tools 
of  their  foreign  masters,  however  much  in  their 
hearts  or  in  private  discussion  they  desired  to  sup¬ 
port  a  common  program  for  the  relief  of  Ger¬ 
many’s  economic  plight.  Thus  in  German  confer¬ 
ences  as  well  as  in  those  of  the  Allies,  there  is  lack 
of  agreement.  Restricted  by  the  artificial  barriers 
which  man  himself  has  erected,  normal  recovery 
is  inhibited. 

ADMINISTRATIVE  MACHINERY  REBUILT 
In  some  ways  a  very  remarkable  reconstruction 

16.  Much  of  the  feature  writing  on  German  attitudes  reflects 
the  prejudices  of  the  writers.  With  Germany  divided  into  four 
zones,  the  conditions  and  attitudes  of  Germans  in  the  various 
zones  are  entirely  different,  and  no  one  has  been  able  to  pre¬ 
sent  even  a  close  approximation  to  what  could  be  called  a  com¬ 
posite  or  dominant  German  opinion  toward  anything  except 
food,  shelter,  and  clothing. 

17.  Weekly  Information  Bulletin,  October  28,  1946,  p.  14, 
November  11,  1946,  p.  4;  “Statistics  of  Elections  in  Germany, 
1946,”  Special  Report  of  the  Military  Governor,  US.  Zone, 
March  15,  1947. 
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of  German  administrative  machinery  has  taken 
place  in  all  zones.**  Led  by  the  American  zone, 
all  other  zones  have  now  gone  through  a  similar 
cycle  of  popular  elections,  and  self-governing  in¬ 
stitutions  have  been  developed,  subject  always  to 
the  overriding  authority  of  the  occupying  powers.*^ 
Elected  local  and  state  officials  have  now  been  se¬ 
lected  and  installed  in  office  under  appropriate 
local  government  codes  and  state  constitutions; 
German  administrative  machinery  and  staffs  have 
been  created  and  activated  to  meet  the  new  and 
extraordinary  requirements  of  the  occupation  such 
as  denazification,  restitution  of  property,  expellee 
and  evacuee  problems;  and  even  new  government 
organs,  heretofore  unknown  either  to  the  Ger¬ 
mans  or  their  rulers,  were  developed  to  permit  the 
zones  to  function  properly  in  certain  fields  re¬ 
quiring  uniformity  of  action.  Thus  the  Laenderrat 
in  the  American  zone,  its  rather  anaemic  counter¬ 
part  in  the  British  zone,  the  Zonenbeirat,  and  the 
powerful  Zentralverwaltungen  in  the  Soviet  zone, 
demonstrated  both  Allied  Military  Government 
and  German  capacity  to  meet  the  unprecedented 
problems  of  zonal  occupation  under  the  differing 
policies  of  the  powers. 

Within  the  zones,  Laender  were  either  revived 
or  created,  sometimes  on  an  artificial  and  tentative 
basis  because  of  the  fantastic  boundaries  of  the 
zones;  sometimes  on  the  foundation  of  centuries, 
as  in  the  old  kingdoms  of  Bavaria  and  Saxony. 
Today,  therefore,  Germany,  although  still  without 
a  central  government,  is  organized  territorially  for 
administrative  purposes  into  fourteen  Laender  or 
States,  plus  two  Free  Cities — Bremen  and  Ham¬ 
burg — which  also  have  the  status  of  States.  With 
some  consolidation  and  alteration  of  boundaries, 
these  existing  units  of  government  could  serve  as 
the  basis  for  a  new  German  commonwealth,  either 
Einheitsstaat  or  Bundesstaat  as  the  Germans  may 
wish  or  as  the  powers  may  permit.  The  three  West¬ 
ern  powers,  with  some  differences,  favor  a  federal 
Germany;  Russia  has  been  working  for  a  central¬ 
ized  government,  although  at  Potsdam  it  agreed 
to  “the  decentralization  of  the  political  structure.” 

The  zones  have  differed  as  much  politically  as 
governmentally.  Reference  has  already  been  made 
to  the  policy  of  the  Soviet  Military  Government 
in  favoring  one  political  party,  the  SED.  In  other 

1 8.  Thanks  to  the  coordinating  machinery  of  the  Laenderrat, 
the  states  in  the  American  zone  have  been  able  to  make  great 
progress  in  re-establishing  a  Rechtsstaat  with  most  of  its  legal 
norms  and  institutions,  if  we  could  point  to  equally  great  po¬ 
litical  rehabilitation,  we  would  be  well  on  the  way  to  normal, 
peaceful  Germany.  Political  determinations,  however,  are  still 
subject  to  decisions  on  the  international  plane. 

19.  American  Policy  in  Occupied  Areas,  Department  of  State 
Publication  2794.  Also  Pollock  and  Others,  op.  cit.,  ch.  IV. 


ways,  the  Soviet  authorities  have  prevented  the 
free  growth  of  political  parties  and  ideas  by  strict 
police  and  information  controls.  In  the  French 
zone  strict  regulation  of  jwlitical  activities  has  been 
the  rule,  and  on  several  occasions  political  leaders 
have  been  prevented  from  leaving  the  zone,  and 
othCTs  have  been  prohibited  from  entering  the 
French  zone.^®  In  the  British  and  American  zones, 
on  the  contrary,  political  party  activities  have  been 
encouraged,  and  a  full  complement  of  party  organ¬ 
izations  exist.  The  party  leadership  up  to  the  pres¬ 
ent  consists  mainly  of  former  party  stalwarts,  and 
the  membership  of  the  parties  is  not  large.  Nor 
have  party  policies  become  firmly  crystallized.  Party 
names  are  not  too  descriptive  of  actual  political 
groupings,  and  factionalism  is  rife.  Nevertheless, 
fairly  strong  party  organizations  exist;  they  have 
selected  and  presented  their  candidates  for  elec¬ 
tion;  and  their  elected  representatives  are  now  run¬ 
ning  the  German  organizations.  A  free  press  has 
been  established  in  the  western  zones,  and  a  be¬ 
ginning  made  in  the  use  of  radio  under  govern¬ 
ment  regulation.  Reorganization  of  public  educa¬ 
tion  is  in  progress  in  the  various  zones,  and  uni¬ 
versities  in  all  zones  have  been  reopened  after 
being  denazified.  An  elaborate  system  of  property 
control,  originally  established  by  Military  Govern¬ 
ment,  has  now  been  taken  over  by  the  German 
state  governments  in  the  American  zone  and  is 
being  managed  by  them  in  the  interest  of  the 
victims  of  nazism  and  the  state. 

In  the  much  discussed  field  of  denazification, 
practices  and  progress  have  varied  from  zone  to 
zone.  Despite  the  rigorous  requirements  of  the 
Potsdam  Declaration,  and  the  provisions  of  Con¬ 
trol  Council  Directives  Nos.  24  and  38,  enforce¬ 
ment  has  been  uneven.  Only  in  the  American  zone 
has  a  thorough  and  complete  program  of  denazi¬ 
fication  been  attempted.^'  Following  a  rigorous  de¬ 
nazification  program  laid  down  in  JCS  1067,  the 
basic  American  directive,  the  Germans  passed  their 
own  denazification  law  on  March  5,  1946,  and 
since  that  time  have  been  screening  all  adult  Ger¬ 
mans  in  the  American  zone  through  the  special 
machinery  which  they  established  to  carry  out  the 
law.  In  the  British  zone  nearly  as  many  persons  ' 
have  been  removed  from  office  or  prevented  from 
occupying  a  public  position,  but  the  standards  have 
been  less  rigorous  and  the  mass  of  the  population 
has  not  been  as  much  affected  by  the  denazification 
process  as  in  the  American  zone.  The  double 

20,  Der  Tagesspiegel,  June  3,  1947. 

21.  Weel^ly  Information  Bulletin,  October  21,  1946,  p.  7: 
"Denazification  and  Public  Safety,”  Report  of  the  Military  Gov¬ 
ernor,  June  i-July  31,  1947;  also  Elmer  Plischke,  "Denazifying 
the  Reich,"  The  Review  of  Politics,  April  1947,  pp.  153-72. 
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standard  of  denazification  in  effect  in  the  two 
zones  came  to  public  attention  when  the  American 
and  British  zones  were  merged  economically.  In 
the  other  two  zones  enforcement  has  depended 
upon  the  political  objectives  and  administrative  ef¬ 
ficiency  of  France  and  Russia.^^  In  sum,  as  in  the 
economic  field  so  here  in  denazification,  “the  uni¬ 
formity  of  treatment  of  the  German  population 
throughout  Germany”  which  was  required  by  the 
Potsdam  Declaration  has  not  been  followed.  The 
National  Socialist  party,  however,  has  been  de¬ 
stroyed,  most  of  the  leading  Nazis  have  been  dis¬ 
posed  of  or  are  being  punished,  and  the  residues 
of  the  Nazi  system  are  being  gradually  eliminated.^^ 

ANGLO-AMERICAN  MERGER 

The  most  recent  significant  development  in  Ger¬ 
many  has  been  the  economic  merger  of  the  Amer¬ 
ican  and  British  zones.  When  it  became  apparent 
that  agreement  on  setting  up  central  administra¬ 
tive  agencies  was  not  going  to  be  secured  in  the 
Control  Council,  former  Secretary  of  State  Byrnes 
instructed  General  McNarney  (July  1946)  to  in¬ 
vite  any  and  all  zones  to  join  with  the  American 
zone  in  setting  up  the  agencies  envisaged  at  Pots¬ 
dam.  Only  the  British  came  forward,  and  so  the 
merger  became  an  Anglo-American  one^^  with  the 
signing  of  the  Byrnes-Bevin  agreement  of  Decem¬ 
ber  2,  1946. 

Many  difficult  administrative  problems  were  en¬ 
countered  in  setting  up  the  bizonal  agencies.  As 
has  been  explained,  the  pattern  of  government  in 
the  British  zone  was  quite  different  from  that  in 
the  American  zone,  and  so  was  the  denazification 
program.  But  despite  these  and  other  difficulties, 
six  joint  executive  committees  were  set  up  to  deal 
with  economics,  transport,  communications,  fi¬ 
nance,  food,  and  civil  service.  Two  of  these  agen¬ 
cies,  economics  and  transport,  were  located  in  the 
British  zone  at  Minden  and  Bielefeld;  the  other 
four  in  the  American  zone — communications,  fi¬ 
nance  and  civil  service  at  Frankfurt,  and  food  at 
Stuttgart. 

Following  the  Moscow  conference  of  the  Foreign 

22.  In  a  proclamation  issued  in  August  1947,  Marshal  Soko¬ 
lovsky,  the  Soviet  Military  Governor,  ordered  in  point  4  that 
"the  German  administrative  ofheers  are  entrusted  with  the  task 
of  removing,  within  a  period  of  three  months,  the  former  active 
Fascists  and  militarists  who  hold  public  and  semi-public  offices 
and  corresponding  posts  in  important  private  enterprises.”  This 
is  a  surprising  admission  to  make  after  more  than  two  years  of 
occupation  and  Soviet  charges  that  other  powers  have  only 
removed  the  little  Nazis.  New  York,  Herald  Tribune,  August 
18,  1947. 

23.  On  June  30,  1947  there  were  47,656  German  civilian  in¬ 
ternees  in  the  American  zone.  Report  of  the  Military  Governor, 
Statistical  Annex,  p.  90. 

24.  Pollock  and  Meisel,  Germany  Under  Occupation,  cited, 
pp.  237-46. 


Ministers,  a  reorganization  of  the  bizonal  setup  took 
place  in  the  summer  of  1947.  By  agreement  be¬ 
tween  the  British  and  American  Military  Gov¬ 
ernors,  a  new  Economic  Council,  an  Executive 
Committee,  and  Executive  Directors  were  author¬ 
ized  to  be  chosen  by  the  elected  German  officials 
of  the  two  zones.^’  Utilization  of  the  elected  Ger¬ 
man  officials  was  made  possible  after  the  British 
zone  had  held  elections  on  April  13,  1947  for  state 
legislatures  similar  to  those  which  took  place  in 
the  American  zone  in  November  and  December 
of  the  previous  year.  The  new  bizonal  organization 
consists,  first  of  all,  of  the  Economic  Council 
(Wirtschaftsrat)  of  54  members  chosen  by  the 
Landtage  of  the  eight  states,  roughly  in  proportion 
both  to  population  and  to  division  of  political  opin¬ 
ion  in  the  Land,  as  shown  by  the  popular  vote  in 
the  most  recent  Land-wide  elections.  The  Execu¬ 
tive  Committee  (Exef^utwausschuss),  consisting  of 
one  representative  from  each  Land  in  the  two 
zones  appointed  by  the  Land  government  and  serv¬ 
ing  on  a  full-time  basis,  supervises  the  Executive 
Directors  who  head  the  administrative  agencies. 

The  organization  was  centered  in  the  American 
zone  city  of  Frankfurt,  and  on  June  26  the  Eco¬ 
nomic  Council  came  together  for  its  first  meeting. 
On  July  27,  after  much  political  pulling  and  haul¬ 
ing  between  the  SPD  and  the  CDU  factions  in 
the  Council,  five  Executive  Directors,  all  belong¬ 
ing  to  or  close  to  the  CDU,  were  selected  to  head 
the  various  administrative  agencies.^^  Two  of  the 
elected  Directors  having  declined  appointment,  the 
Economic  Council  at  a  session  on  August  12  select¬ 
ed  two  others  for  the  Directorships  of  Transporta¬ 
tion  and  Finance.’^  The  Social  Democrats  had  de¬ 
manded  the  position  of  Economic  Director  for 
their  party,  having  already  in  their  hands  the  Eco¬ 
nomic  Ministers  of  all  the  states  in  the  two  zones. 
When  this  demand  was  refused  by  the  other  par¬ 
ties  in  the  Economic  Council,  the  Social  Democrats 
went  into  opposition.  The  split  in  the  German 
ranks  is  also  represented  in  the  ranks  of  British 
and  American  Military  Government  over  both  the 
question  of  socialization  and  the  extent  and  char¬ 
acter  of  supervision  over  the  German  agencies. 
These  inevitable  conflicts,  however,  should  not  in¬ 
terfere  with  a  program  to  lift  the  two  zones  out 
of  their  economic  difficulties.  The  opposition  of  the 
French  government,  on  the  other  hand,  to  any  in¬ 
crease  in  the  level  of  industry  in  the  two  zones 
held  up  for  a  time  the  new  bizonal  level  of  indus¬ 
try  program  which  was  worked  out  by  the  two 

25.  Weekly  Information  Bulletin,  September  i,  1947,  pp. 
1 1-16. 

26.  Die  Neue  Zeitung,  28  Juli  1947. 

27.  Stuttgarter  Zeitung,  13  August  1947. 
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Military  Governors  in  Germany.  After  a  confer¬ 
ence  with  the  French,  the  new  plan  was  announced 
early  in  September.^®  Once  opposition  has  been 
straightened  out  or  disregarded,  the  British  and 
American  zones  can  be  made  into  a  highly  pro¬ 
ductive  industrial  area  capable  not  only  of  paying 
its  own  way,  but  also  of  contributing  enormously  to 
the  economic  revival  of  Western  Europe.^^  A  firm 
agreement  among  the  French,  British  and  Amer¬ 
icans  on  the  German  problem  is  essential  for  the 
success  of  the  Marshall  plan. 

FAILURE  OF  MOSCOW  CONFERENCE 

All  the  disagreements  in  the  Control  Council 
that  had  prevented  an  orderly  settlement  of  the 
German  problem  were  referred  to  the  Moscow 
conference  of  Foreign  Ministers  which  met  on 
March  lo,  1947.  These  disagreements  concerned 
every  aspect  of  the  German  occupation:  demilitar¬ 
ization,  denazification,  democratization,  economic 
problems,  reparations,  central  administrations,  pop¬ 
ulation  transfers,  and  treaty  making.  After  six 
weeks  of  detailed  discussions  on  all  the  points,  the 
Foreign  Ministers  adjourned,  referring  a  few  mat¬ 
ters  to  the  Control  Council  for  action,  and  certain 
others  to  Deputies  who  were  to  work  on  the  points 
of  difference  and  to  have  a  report  ready  for  the 
next  meeting  of  the  Foreign  Ministers  to  be  held 
in  London  beginning  on  November  25.  “Agree¬ 
ment,”  Secretary  Marshall  reported  to  the  American 
people  upon  his  return,  “was  made  impossible  at 
Moscow  because,  in  our  view,  the  Soviet  Union 
insisted  upon  proposals  which  would  have  estab¬ 
lished  in  Germany  a  centralized  government, 
adapted  to  the  seizure  of  absolute  control  of  a 
country  which  would  be  doomed  economically 
through  inadequate  area  and  excessive  population, 
and  would  be  mortgaged  to  turn  over  a  large  part 
of  its  production  as  reparations,  principally  to  the 
Soviet  Union.”^°  Thus,  as  he  pungently  conclud¬ 
ed:  “The  patient  is  sinking  while  the  doctors  de¬ 
liberate.” 

Between  Soviet  demands  for  reparations  and 
French  demands  for  security,  it  is  difficult  to  see 
where  there  can  be  any  practicable  compromise. 
The  new  British-American  level  of  industry  agree¬ 
ment-  has  sharpened  French  fears  of  a  rearmed 
Germany,  although  as  ex-President  Hoover  has 

28.  The  conference  between  the  French,  British  and  Ameri¬ 
cans  was  held  in  London  the  end  of  August,  after  which  the 
new  level  of  industry  plan  was  made  public,  ^e  Weel^ly  Infor¬ 
mation  Bulletin,  September  8,  1947,  pp.  11-13.  The  French  have 
not  to  date  withdrawn  their  final  reservation  pending  discus¬ 
sions  on  a  larger  coal  allocation  for  them  from  the  Ruhr. 

29.  See  Report  No.  3  by  ex-President  Hoover  for  a  careful 
discussion  of  this  subject,  New  Yor^  Times,  March  24,  1947. 

30.  Department  of  Sute  Bulletin,  May  ii,  1947,  pp.  919-24. 


pointed  out  in  his  recent  report,  “almost  every 
industry  on  earth  is  a  war  potential  in  modern 
war  and  no  industry  (except  direct  arms  manu¬ 
facture)  is  a  war  potential  if  the  energies  of  a 
people  are  confined  to  the  paths  of  peace.”  Secre¬ 
tary  Byrnes  at  Paris  and  Secretary  Marshall  at 
Moscow  have  proposed  a  forty-year  non-aggression 
pact  to  assure  France,  or  any  other  nation  which 
fears  German  revival,  that  the  United  States  will 
come  to  its  aid  in  the  event  of  a  future  German 
act  of  war.  Such  a  pact,  in  addition  to  the  thor¬ 
oughgoing  destruction  of  all  arms,  ammunition, 
implements  of  war,  and  fortifications,  and  the  ex¬ 
tensive  removal  of  war  plants  should  be  sufficient 
to  allay  French  fears,  especially  if  accompanied  by 
continued  international  control  of  the  Ruhr.  Recent 
developments  appear  to  indicate  that  France  is 
moving  in  the  direction  of  closer  collaboration  with 
Britain  and  the  United  States.  To  date,  however, 
the  Soviet  attitude  appears  unchanged. 

From  this  brief  review  it  can  be  seen  that  on  the 
eve  of  the  momentous  London  conference  we  are 
faced  with  a  German  problem  more  serious  in 
many  respects  than  that  confronting  us  at  the 
end  of  the  war.  Valuable  time  has  been  lost,  new 
international  complications  have  developed,  and 
the  social  and  economic  conditions  of  the  German 
people  have  deteriorated  until  they  are  now  not  as 
able  to  assist  in  reconstruction  as  they  would  have 
been  two  years  ago.  The  Control  Council  still 
exists  and  could  be  made  to  function,  but  the  basic 
fact  about  Germany  is  that  the  four  occupying 
powers  have  become  tangled  up  with  each  other 
and  at  present  are  standing  in  the  way  of  German 
and  European  recovery.  There  is  still  grave  uncer¬ 
tainty  as  to  the  kind  of  Germany  which  will 
emerge  from  the  post-war  international  confusion 
— whether  it  will  be  a  united  or  a  divided  Ger¬ 
many,  and  whether  it  will  become  a  pawn  in  the 
game  of  international  politics.  The  shortcomings 
of  Allied  occupation  even  raise  doubts  as  to  the 
nature  of  any  continuing  control  of  Germany  and 
the  length  of  the  occupation.  Delays  and  doubts 
about  disarmament  and  demilitarization — princi¬ 
pally  concerning  the  return  of  German  prisoners 
of  war — cast  ominous  shadows  over  the  whole  situ¬ 
ation.** 

The  great  human  problem  of  caring  for  the 
displaced  persons,  who  are  still  being  housed 
and  fed  by  the  American  and  British  authorities, 
seems  to  be  no  further  toward  solution  than 

31.  At  the  Moscow  conference  it  was  agreed  that  German 
prisoners  of  war  will  be  returned  to  Germany  by  December  31, 
1948.  A  plan  for  the  repatriation  of  war  prisoners  was  to  have 
been  worked  out  by  the  Control  Council  before  July  i  of  this 
year. 
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two  years  ago.  Meanwhile,  there  is  a  progressive 
deterioration  of  good  human  material.^’  Quite  as 
disheartening,  and  fraught  with  graver  social  and 
international  consequences,  is  the  expellee  problem. 
The  transfer  to  Germany  and  settlement  of  ap¬ 
proximately  10,000,000  V olksdeutsche  in  “Rump 
Germany”  has  already  had  dangerous  results  of  a 
far-reaching  character.  As  French  Foreign  Minister 
Hidault  pointed  out  at  Moscow,  the  overcrowding 
of  huge,  undigested  masses  of  people  in  the 
shambles  of  Germany  constitutes  a  serious  menace 
to  the  peace.  The  French,  at  least,  see  this  problem 
I  clearly.  Despite  the  most  sincere  and  capable  ef- 

I  forts  of  responsible  German  authorities,  the  ex- 

I  pellee  situation  today  is  so  serious  and  of  such  huge 

:  proportions,  that  the  Germans  themselves  are 

I  totally  unable  to  solve  its  most  difficult  aspects. 

Finally,  the  denazification  problem  requires  uni¬ 
form  treatment;  in  fact,  if  there  could  be  uniform 
treatment  of  the  whole  population  of  Germany 
which  Potsdam  prescribed,  most  if  not  all  of  the 
I  present  problems  would  be  capable  of  solution. 
Failure  to  treat  Germany  as  an  economic  unit; 

(transfer  to  Polish  and  Soviet  administration  of  the 
area  east  of  the  Oder-Neisse  which  deprived  the 
rest  of  Germany  of  absolutely  essential  food;  for¬ 
mation  of  Germany  into  air-tight  compartments; 
interference  with  the  free  flow  of  indigenous  goods 
between  zones;  artificial  controls  over  travel  and 
organization  of  political  and  social  groups;  cram¬ 
ming  millions  of  expellees  in  already  overcrowded 
areas — all  of  these  mistakes  must  now  somehow  be 
corrected.  The  great  powers  have  not  given  the 
world  a  very  edifying  spectacle  of  their  ability  to 
solve  the  German  problem.  Perhaps  association 
with  the  smaller  powers  might  leaven  the  discus¬ 
sions  and  point  the  way  toward  sound  solutions. 

The  Soviet  Union,  however,  has  hitherto  opposed 
the  presence  of  the  smaller  powers  in  the  making 
I  of  a  German  settlement.  Moreover,  until  there  are 

\  decisions  on  the  questions  of  reparations,  level 

of  industry,  and  of  a  provisional  central  govern¬ 
ment  for  Germany,  little  progress  is  likely  to  be 
made  on  the  larger  question  of  a  treaty  of  peace. 
At  the  moment  the  question  of  a  divided  or  a 
)  united  Germany  must  first  be  answered.  If  the 

t  32.  The  Hoover  Report,  No.  i,  New  York.  Times,  February 

'  28,  1947,  clearly  and  sharply  outlines  what  is  necessary  to  raise 

the  average  German  ration  to  a  point  sufficient  to  maintain 
vitality  to  work.  Reports  from  the  Public  Health  Branch  of 
f  the  OMGUS  indicate  that  deterioration  has  continued  to  occur 
in  the  health  of  the  German  population  and  that  if  such  con¬ 
ditions  persist  we  must  ultimately  reach  a  point  where  actual 
starvation  occurs.  Lowering  of  ability  to  do  work  of  all  kinds 
IS  regularly  reported.  Infant  mortality  has  ranged  between  92 
and  102  per  thousand  live  births  per  year  as  compared  to  a 
pre-war  average  of  65.  The  incidence  of  tuberculosis  reached 
35.6  cases  per  10,000  in  May. 


four  occupying  powers  could  agree  at  London  on 
a  provisional  German  central  government  for  all  of 
Germany,  and  could  clear  the  way  for  German 
rehabilitation,  it  would  then  be  possible  to  think  in 
terms  of  an  eventual  peace  treaty.  The  original  aim 
of  the  Potsdam  Declaration  “for  eventual  peaceful 
cooperation  in  international  life  by  Germany”  is  still 
the  soundest  approach  to  the  problem.  Otherwise 
any  division  of  Germany,  implying  as  it  does  the 
incorporation  of  at  least  a  part  of  it  into  one  or 
more  countries,  and  the  development  of  an  irre¬ 
dentist  movement  will  lay  the  foundations  for  fu¬ 
ture  strife.  If  such  a  division  of  Germany  should 
take  place,  and  the  erstwhile  Allies  continue  to  pull 
Germany  in  several  directions,  the  prospects  for 
peace  in  Europe  would  lessen,  and  the  growth  of 
the  United  Nations  would  inevitably  be  impeded. 

The  choice  at  London  is  quite  clearly  for  peace 
or  a  continuation  of  the  present  “cold”  war.  Either 
Germany  should  be  reconstituted  within  boun¬ 
daries  and  on  an  economic  foundation  which  will 
support  its  teeming  population  on  a  reasonable 
standard  of  living,  or  it  will  be  divided  into  a 
Soviet-dominated  area  and  one  controlled  by  the 
Western  powers.  If  the  latter  alternative  is  followed, 
then  we  might  as  well  dig  in  and  prepare  for  the 
inevitable  conflict.  It  is  better  to  solve  the  major 
issue  now  rather  than  to  allow  the  Germans  to  de¬ 
cide  the  terrain  and  the  other  conditions  on  which 
a  conflict  would  come  later  on.  Nothing  will  be 
gained  in  the  long  run  by  an  attempt  to  compro¬ 
mise  the  basic  issues. 

The  emphasis  in  the  Potsdam  Declaration  and 
in  American  policy  on  the  development  of  demo¬ 
cratic  self-government  has  now  gone  as  far  as  is 
possible  under  present  conditions.  In  fact,  deteri¬ 
oration  in  democratic  progress  is  likely  to  set  in,  if 
it  has  not  already  started,  because  of  the  deplorable 
stalemate  in  economic  matters.  Without  a  better 
standard  of  living  based  on  a  self-sustaining  Ger¬ 
man  economy — requirements  which  are  laid  down 
in  the  new  American  directive — political  progress 
is  doomed. 

It  is  entirely  possible  to  solve  the  German  prob¬ 
lem  in  such  a  way  as  to  contribute  to  the  progress 
of  peaceful  international  life.  But  if  there  is  con¬ 
tinued  drift,  or  if  a  division  of  Germany  takes 
place,  a  disintegration  of  the  present  embryo  peace 
will  inevitably  occur.  It  would  be  cruelly  ironical 
if  the  Allies,  after  having  smashed  the  Germans, 
could  not  now  agree  upon  a  program  calculated 
to  rebuild  Europe’s  shattered  economy  and  pro¬ 
mote  peace.  Agreement  at  London  on  the  measures 
shown  by  the  occupation  to  be  necessary  would 
be  the  greatest  achievement  yet  recorded  in  the  dc- 


2o6 


THE  ECONOMIC  SITUATION 


velopment  of  a  peaceful  post-war  world.  Such  an 
agreement,  however,  can  only  be  brought  about 
through  large  concessions  by  the  Russians,  and 
acceptance  of  a  different  sense  of  timing  and  secur¬ 
ity  by  the  French.  British  and  American  economic 


support  of  Germany  cannot  continue  much  longer 
at  the  present  rate,  and  Germany  cannot  remain 
a  sinkhole  of  starvation  and  despair.  Today  Ger¬ 
many  is  still  one  of  the  central  problems  of  the 
peace. 


The  ECONOMIC  Situation 
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The  two  and  a  half  years  that  have  elapsed  since 
the  surrender  of  the  German  armies  in  May  1945 
have  witnessed  a  remarkable  shift  in  American 
opinion  and  in  American  policy  regarding  this 
country’s  economic  objectives  in  Germany.  The 
shift  has  broadly  been  away  from  our  original  aim 
of  industrial  disarmament  toward  the  view  that  a 
very  considerable  degree  of  economic  rehabilita¬ 
tion  will  be  necessary  if  we  are  to  attain  our  objec¬ 
tives  not  only  in  Germany,  but  in  Europe  as  a 
whole. 

The  extent  and  the  significance  of  the  change  in 
American  policy  may  be  seen  by  comparing  the 
original  basic  directive  to  American  Military  Gov¬ 
ernment  authorities  in  Germany,  the  well-known 
jeS  1067,  issued  in  April  1945,*  with  the  directive 
of  July  II,  1947,^  and  by  comparing  the  figures  on 
industrial  capacity  to  be  left  in  Germany  as  pro¬ 
posed  by  the  original  level-of-industry  agreement 
of  March  28,  1946^  with  the  figures  proposed  in  the 
recent  Anglo-American  level-of-industry  agreement 
announced  from  London  on  August  28,  1947.^* 

CHANGE  IN  AMERICAN  POLICY 

According  to  the  new  Military  Government  di¬ 
rective,  which  is  the  most  important  recent  state¬ 
ment  of  American  policy  on  Germany,  an  orderly 
and  prosperous  Europe  “requires  the  economic  con¬ 
tributions  of  a  stable  and  productive  Germany  as 
well  as  the  necessary  restraints  to  insure  that  Ger¬ 
many  is  not  allowed  to  revive  its  destructive  mil¬ 
itarism.”  Whereas  the  original  level-of-industry 
agreement  proposed  to  retain  in  Germany  indus¬ 
trial  capacity  sufficient  to  produce  about  55  per 

1.  “The  Axis  in  Defeat,”  Department  of  State  Publication 
2423,  1945,  p.  40. 

2.  New  Yorl(  Times,  July  15,  1947. 

3.  Cf.  Department  of  State  Bulletin,  April  14,  1946. 

4.  New  Yor^  Times,  August  30,  1947. 


cent  of  the  output  produced  in  1938,  the  new  agree¬ 
ment  would  leave  capacity  sufficient  to  produce  ( 
roughly  80  per  cent  of  1938  output.  This  is  approxi-  j 
mately  equivalent  to  the  industrial  output  produced  I 
in  Germany  in  1936,  “a  year  that  was  not  charac-  S 
terized  by  either  boom  or  depressed  conditions.”'  j 

The  main  reasons  for  this  change  in  govern¬ 
mental  policy  and  in  American  thinking  on  the 
German  problem  appear  to  be  as  follows: 

1.  A  growing  conviction  that  European  recovery 
and  well-being  depend  to  a  substantial  extent  on 
German  recovery  and  well-being. 

2.  The  realization  that  without  a  considerable 
degree  of  recovery  in  Germany  the  United  States 
will  find  itself  in  the  position  of  subsidizing  Ger¬ 
many  indefinitely. 

3.  The  growing  belief  that  industrial  disarma¬ 
ment  is  both  ineffective  and  unnecessary  to  prevent 
the  revival  of  a  militarily  aggressive  Germany. 

The  opinion  now  prevails  in  the  United  States 
that,  if  Germany  does  not  again  become  a  produc¬ 
tive  economy,  the  difficulties  of  maintaining  pros¬ 
perity  in  the  rest  of  Europe  are  measurably  in¬ 
creased.  Despite  Hitler’s  drive  for  self-sufficiency, 
Germany  still  imported,  as  late  as  1937,  some  $1.7 
billion  of  merchandise  and  exported  some  $2  bil-  [ 

lion.  In  the  twenties,  the  figures  were  roughly  r 

twice  as  large.  Normally  more  than  50  per  cent  of  ! 
this  trade  was  intra-European  trade.  Germany  was  I 
not  only  the  principal  market  but  the  principal 
source  of  supply  for  a  large  number  of  European 
countries.  In  addition,  Holland,  Belgium,  and 
other  countries  were  dependent  on  a  prosperous 
and  extensive  transit  trade  in  goods  moving  to 
and  from  Germany.^ 

5.  “Statement  on  Output  in  Germany,"  ibid. 

6.  The  figures  quoted  above  are  taken  from  The  Network,  of 

World  Trade  (Geneva,  League  of  Nations,  1942),  and  Europe’s  } 
Trade,  ibid.,  1941.  9 
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Til  is  interdependence  of  European  economies,  of 
which  Germany’s  was  the  most  important,  cannot 
be  destroyed  without  drastic  economic  conse¬ 
quences.  The  United  States  is  now  confronted,  in 
connection  with  its  foreign  aid  program,  with 
large  and  continuing  European  trade  deficits  that 
can  only  be  met,  for  the  time  being,  from  Western 
Hemisphere  sources.  But  if  Western  European 
countries  are  ever  to  become  self-supporting,  some 
way  must  be  found  to  meet  a  much  larger  share 
of  their  requirements  than  at  present  from  the 
European  sources  that  were  available  before  the 
war.  This  means,  among  other  things,  a  substan¬ 
tial  rehabilitation  of  German  production. 

Rehabilitation  of  German  production  means,  in 
fact,  rehabilitation  of  industrial  production.  The 
density  of  German  population  and  the  inadequacy 
of  German  agricultural  resources  make  it  essential 
that,  if  Germans  are  to  attain  anything  like  the 
standards  of  living  of  surrounding  countries,  Ger¬ 
many  must  be  a  manufacturing  country  exporting 
manufactured  products  to  pay  for  raw  materials 
and  foodstuffs.  This  fact  is  so  elementary  as  hardly 
to  require  argument.  When  all  population  trans¬ 
fers  have  been  completed,  a  population  of  some 
70,000,000  will  have  been  crowded  into  a  territory 
that,  before  the  war,  contained  50,000,000.  In  the 
British  and  American  zones  the  population  ex¬ 
pected  in  1952  will  be  from  8  to  10,000,000  larger 
than  in  the  same  area  in  1936.’ 

Even  with  the  present  level  of  food  consumption, 
which  approaches  a  starvation  diet,  3,000,000  tons 
of  grain  per  year  have  to  be  imported  into  the 
British  and  American  zones.  With  anything  like 
decent  standards  of  consumption,  and  even  with 
the  fullest  and  most  effective  utilization  of  the  agri¬ 
cultural  resources  of  the  whole  of  Germany,  the 
food  import  requirements  would  be  much  larger, 
at  least  in  terms  of  value  and,  possibly,  in  volume. 
The  imports  from  outside  of  Germany  necessary 
to  sustain  planned  production  and  consumption 
in  the  British  and  American  zones  are  now  esti¬ 
mated  at  $2  billion  a  year,  at  current  prices.®  Apart 
from  coal  and  small  quantities  of  potash,  Germany 
has  no  raw  materials  whose  exports  might  pay  for 
necessary  food  imports.  Consequently,  Germany 
must  manufacture  or  die. 

In  the  course  of  time  it  may  be  possible  to  move 
out  of  Germany  some  part  of  what  seems  certain 
to  become  a  surplus  population.  It  may  also  be 
possible  to  shift  somewhat  the  character  of  Ger¬ 
man  manufacturing  toward  light  industry  products 
and  away  from  the  pre-war  concentration  on  heavy 

7.  “Statement  on  Output  in  Germany,"  cited. 

8.  Ibid. 


industry  products.  These  are,  however,  long-range 
prospects  largely  dependent  on  the  course  of  events 
outside  of  Germany.  Meanwhile,  recovery  and 
prosperity  in  Germany  and  in  Europe  require  a 
substantial  rehabilitation  of  German  industrial  out¬ 
put. 

The  fact  has  also  been  impressed  on  American 
Military  Government  officials  in  Germany,  on 
authorities  in  Washington,  and  on  the  American 
people  that,  without  a  substantial  measure  of  eco¬ 
nomic  recovery  in  Germany,  it  is  quite  possible 
that  the  United  States  will  be  called  upon  to  sub¬ 
sidize  Germany  indefinitely.  Over  and  above  mil¬ 
itary  costs  of  occupation,  the  United  States  is  im¬ 
porting  goods  for  German  relief  to  the  amount  of 
$350  million  a  year.  Britain  is  obligated  for  a  sim¬ 
ilar  figure  and,  in  view  of  the  British  financial 
crisis,  it  is  altogether  probable  that  this  burden 
will  have  to  be  assumed  by  the  United  States.  Even 
these  expenditures,  however,  have  proved  inade¬ 
quate  to  maintain  a  standard  of  food  consumption 
favorable  to  economic  recovery.  Low  productivity 
and  absenteeism  directly  attributable  to  underfeed¬ 
ing  have  hampered  efforts  to  revive  German  in¬ 
dustry.  Health  conditions  and  morale  continue 
to  deteriorate.  If  German  output  is  to  be  increased, 
it  seems  probable  that  expenditures  for  imported 
foodstuffs  and  raw  materials  will  have  to  be  in¬ 
creased.  The  financial  drain  on  the  United  States 
will  cease  only  when  Germany  develops  a  volume 
of  exports  sufficient  to  pay  for  necessary  imports.  In 
the  main,  this  is  a  problem  of  production,  although 
some  part  of  the  failure  to  achieve  more  than  the 
extraordinarily  low  current  volume  of  exports  is 
probably  to  be  attributed  to  the  laxness  of  British 
and  American  controls  in  Germany. 

Finally,  the  shift  in  American  opinion  away 
from  economic  disarmament  and  toward  a  substan¬ 
tial  measure  of  economic  rehabilitation  in  Ger¬ 
many  is  the  result  of  a  growing  conviction  that 
economic  disarmament  is  both  ineffective  and  un¬ 
necessary.  It  could  be  effective  only  if  German  in¬ 
dustrial  capacity,  once  destroyed  or  removed,  was 
not  permitted  to  be  rebuilt.  To  prevent  Germany 
from  rebuilding,  however,  would  require  military 
occupation  for  a  period  and  under  conditions  that 
neither  the  United  States  nor  Britain  have  been 
willing  to  envisage.  As  early  as  December  12,  1945, 
the  Department  of  State  announced  that  the  United 
States  had  no  intention  of  imposing  a  permanent 
limitation  on  German  industrial  capacity.^  With 
that  statement,  economic  disarmament  as  a  means 
of  preventing  German  aggression  become  no  long¬ 
er  tenable. 

9.  Department  of  State  Bulletin,  December  16,  1945. 
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Its  place  has  been  taken  by  the  proposal  to  pre¬ 
vent  the  production  in  Germany  of  weapons  of 
war  for  twenty-five,  forty  or  an  indefinite  number 
of  years.  This  proposal,'®  it  is  thought,  would  not 
require  a  mass  army  of  occupation  but  merely  a 
small  surveillance  force  backed  by  an  agreement 
among  the  powers  now  occupying  Germany  to  in¬ 
tervene  in  case  of  violation.  If  these  or  similar 
measures  can  prevent  the  re-emergence  of  a  mili¬ 
tarily  strong  Germany,  economic  disarmament 
must  be  judged  to  be  not  only  ineffective  but  un¬ 
necessary. 

COULD  POTSDAM  AGREEMENT 
BE  REVISED.? 

We  have  considered  the  substantial  shift  in 
American  policy  toward  Germany  away  from  eco¬ 
nomic  disarmament  as  the  principal  objective.  It 
must  be  recognized,  however,  that  the  settlement 
in  Germany  will  be  influenced  not  only  by  Amer¬ 
ican  policy  but  by  the  policies  of  the  other  occupy¬ 
ing  powers.  To  date  the  only  general  setdement 
the  occupying  powers  have  been  able  to  achieve  is 
represented  by  the  Potsdam  Agreement  of  August 
1945,"  and  in  many  of  its  most  important  respects 
Potsdam  has  remained  merely  a  paper  agreement. 

Although  unimplemented,  the  Potsdam  protocol 
is,  nevertheless,  an  agreement  signed  by  the  heads 
of  state  of  three  of  the  powers  now  occupying  Ger¬ 
many  and  conditionally  accepted  by  France.  None 
of  these  powers  has  repudiated  Potsdam,  and  it  is 
significant  that  at  the  conference  of  Foreign  Min¬ 
isters  in  Moscow  in  March  and  April  1947  the  rep¬ 
resentatives  of  each  country,  including  the  United 
States,  took  particular  pains  to  emphasize  the  com¬ 
patibility  of  their  own  program  for  Germany  with 
the  agreement  reached  at  Potsdam.  It  is  important, 
therefore,  to  consider  how  far  Potsdam  sail  con¬ 
forms  to  United  States  views  concerning  a  proper 
settlement  in  Germany,  and  whether  modifications 
which  our  representatives  might  deem  it  necessary 
to  bring  forward  at  the  November  Council  of  For¬ 
eign  Ministers  would  be  acceptable  to  the  other 
powers. 

There  is  a  disposition  in  some  quarters  to  con¬ 
sider  the  Potsdam  protocol  as  an  extreme  example 
of  the  Morgen  than  point  of  view,  now  generally 
repudiated  in  this  country,  and  as  such  represent¬ 
ing  a  settlement  which  the  United  States  should 
make  every  effort  to  modify.  As  indicated  above, 
this  did  not  appear  to  be  the  view  of  our  represen¬ 
tatives  in  Moscow,  whose  principal  efforts  were  in 
fact  devoted  to  the  attempt  to  secure  Russian  agree- 

10.  See  p.  204. 

11.  Cf.  “The  Axis  in  Defeat,”  cited. 


ment  to  the  implementation  of  what  they  consid¬ 
ered  the  principal  clauses  of  the  Potsdam  protocol. 

On  the  economic  side  these  clauses  relate  primar¬ 
ily  to  the  treatment  of  Germany  as  an  economic 
unit,  the  level  of  industry  to  be  permitted  Ger¬ 
many,  and  reparations. 

TREATMENT  OF  GERMANY  AS  ECONOMIC  UNIT 

At  Potsdam  the  three  powers  agreed  not  only  to 
the  treatment  of  Germany  as  an  economic  unit, 
but  to  the  establishment  of  central  agencies  for  the 
administration  of  “finance,  transport,  communica¬ 
tions,  foreign  trade  and  industry.”'^  In  spite  of  the 
fact  that  France,  in  the  Allied  Control  Council, 
opposed  for  many  months  the  establishment  of  cen¬ 
tral  agencies,  its  consent  was  finally,  although  re¬ 
luctantly,  given  in  July  1946.'^  Meanwhile,  how¬ 
ever,  both  France  and  the  U.S.S.R.  had  raised  such 
serious  difficulties  that  General  Clay  in  May  1946 
announced  the  cessation  of  reparations  deliveries 
pending  participation  in  the  treatment  of  Germany 
as  an  economic  unit. 

At  Moscow,  although  all  the  participating  coun¬ 
tries  favored  the  establishment  of  central  economic 
agencies  and  all  except  France  agreed  that  the  level 
of  permitted  industry  in  Germany  should  be  raised, 
each  laid  down  conditions  which  it  proved  im¬ 
possible  to  reconcile.  It  now  appears  clear  that 
central  economic  agencies  will  not  be  established 
in  Germany  unless  and  until  agreement  has  been 
reached  on  all  other  important  aspects  of  the  Ger¬ 
man  settlement. 

Meanwhile,  the  United  States  continues  to  re¬ 
gard  the  treatment  of  Germany  as  an  economic 
unit  as  the  core  on  the  economic  side  of  a  satis¬ 
factory  German  settlement.  Without  economic  uni¬ 
fication  there  can  be  no  political  unification,  and 
without  political  unification  there  is  no  hope  of  the 
eventual  emergence  of  an  independent  Germany 
“neither  pawn  nor  partner”  of  the  surrounding 
great  powers,  in  the  language  of  former  Secretary 
of  State  Byrnes’  Stuttgart  speech. 

Although  the  political  aspects  of  unification,  in¬ 
volving  as  they  do  the  possibility  of  a  withdrawal 
of  occupation  forces  in  the  not  too  distant  future, 
are  no  doubt  of  primary  importance,  the  economic 
aspects  of  unification  are  hardly  less  important. 
The  interdependence  of  eastern  Germany  with  its 
agricultural  surpluses  and  western  Germany  with 
its  industrial  output  scarcely  needs  emphasis.  If 
unification  is  not  achieved  and  goods  do  not  flow 
freely  between  east  and  west,  the  difficulties  of  es- 

12.  Potsdam  Protocol,  ch.  Ill,  See.  A.,  par.  9,  IV. 

13.  Sec  W.  N.  HadscI,  “The  Ruhr:  Object  of  Allied  Rivalries,” 
Foreign  Policy  Report,  September  15,  1946,  p.  165. 
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tablishing  a  functioning  western  German  economy 
will  be  most  serious. 

THE  LEVEL  OF  INDUSTRY  ^ 

It  is  the  original  level-of-industry  agreement,  ar¬ 
rived  at  through  Allied  Control  Council  negotia¬ 
tions  on  March  28,  1946  in  conformity  with  direc¬ 
tions  given  at  Potsdam,  that  stands  forth  most 
clearly  in  the  public  mind  as  the  exemplification 
of  the  Morgenthau  influence  in  German  policy. 
This  agreement,  it  is  true,  aimed  at  a  very  low 
level  of  industrial  production  in  Germany,  ap¬ 
proximately  55  per  cent  of  1938.  It  must  not  be 
forgotten,  however,  that  the  agreement  on  produc¬ 
tion  capacities  was  conditioned  on  the  fulfillment 
of  certain  assumptions.  These  assumptions  were: 

(1)  that  the  German  population,  after  all  transfers 
had  been  completed,  would  total  about  66,500,000; 

(2)  that  the  territory  embraced  by  the  German 
frontiers  would  be  the  territory  occupied  by  the 
victorious  powers,  exclusive  of  Poland,  at  the  time 
of  the  Potsdam  conference;  (3)  that  German  ex¬ 
ports  envisaged  in  the  agreement  would  find  for¬ 
eign  markets. 

None  of  these  assumptions  has  been  or  will  be 
fulfilled.  It  is  clear  now  that  the  population  of  Ger- 
jnany  will  not  be  less  than  70,000,000.  Both  the 
United  States  and  Britain  have  indicated  their  sup¬ 
port  of  the  French  claim  to  the  detachment  of  the 
Saar  territory  on  condition  that  the  level  of  Ger¬ 
many’s  permitted  industry  be  raised  to  compensate 
for  the  loss  of  Saar  facilities.  Finally,  it  is  becoming 
abundantly  clear  that  the  foreign  demand  for  Ger¬ 
man  products,  at  least  in  the  foreseeable  future, 
will  be  for  the  heavy  items  that  composed  Ger¬ 
many’s  pre-war  stock  in  trade  rather  than  for  the 
toys,  ceramics,  and  textiles  contemplated  by  the 
level-of-industry  plan. 

For  all  these  reasons  the  industrial  capacity  to  be 
left  in  Germany  would  have  to  be  increased  to  con¬ 
form  to  the  Potsdam  standards.  But  there  are  other 
reasons  also.  The  initial  level-of-industry  agreement, 
although  an  extremely  difficult  piece  of  negotia¬ 
tion,  was  from  a  technical  point  of  view  a  hit-and- 
miss  affair.  Frequently  the  solution  for  a  particular 
industry  was  to  take  the  four  estimates  of  capa¬ 
city  submitted  by  the  four  Allied  representatives, 
add  the  capacities,  and  divide  by  four.  The  result 
is  the  existence  of  serious  inconsistencies  in  the 
plan.  The  provision  of  electrical  generating  capa¬ 
city  is  inadequate  to  satisfy  the  requirements  of 
the  plan.  This  is  also  true  of  certain  heavy  chem¬ 
icals  including  fertilizers  and,  probably,  also  of 
iron  and  steel.  Consequently  the  level-of-industry 
agreement  would  have  to  be  revised  merely  to 


permit  the  attainment  of  Potsdam  standards. 

When  the  new  level-of-industry  agreement,  an¬ 
nounced  from  London  on  August  28,  1947,  was 
under  preparation  the  negotiators  had  to  bear  in 
mind  not  only  all  the  considerations  mentioned 
above,  but  others  as  well.  Implicit  in  the  Potsdam 
settlement  was  the  principle  that  none  of  the  four 
occupying  powers  would  remove  from  their  zone 
industrial  capacity  in  excess  of  such  quantities  as 
were  compatible  with  the  plan  for  Germany  as  a 
whole.  Although  the  U.S.S.R.  has  never  been  will¬ 
ing  to  state  the  amount  of  its  removals,  there  is 
apparently  substantial  evidence  that  in  certain  cate¬ 
gories  these  removals  have  been  excessive.  If  this  is 
so,  standards  envisaged  at  Potsdam  could  only  be 
attained  by  retaining  compensating  capacity  in  the 
rest  of  Germany. 

It  is  not  known  to  what  extent  the  negotiators 
of  the  new  level-of-industry  took  Russian  removals 
into  account;  nor  is  it  known  to  what  extent  and 
how  these  negotiators  attempted  to  prepare  for  the 
contingency  of  a  possible  partition  of  Germany. 
Consequently  it  is  extremely  difficult  to  form  a 
judgment  on  the  question  whether  the  new  level 
of  industry  for  the  British  and  American  zones  is 
or  is  not  compatible  with  the  Potsdam  agreement. 
But  the  fact  that  it  is  substantially  higher  than  the 
initial  level-of-industry  does  not  mean  that  it  is 
necessarily  incompatible. 

THE  REPARATIONS  DILEMMA 

Although  the  primary  purpose  of  the  original 
American  reparations  program  was  to  accomplish 
economic  disarmament  by  the  removal  of  capital 
equipment  from  Germany,  there  were  in  fact  two 
other  purposes :  to  provide  reparations  for  the  coun¬ 
tries  devastated  by  Germany;  and  to  make  certain 
that  the  standard  of  living  in  Germany  would  be 
no  higher  than  the  average  of  other  European 
countries.  The  United  States,  as  indicated  above, 
has  by  now  practically  abandoned  economic  dis¬ 
armament  as  an  objective,  and  such  concern  as  we 
have  for  the  standard  of  living  in  Germany  is 
rather  to  raise  it  than  to  hold  it  down.  There  re¬ 
mains  the  problem  of  reparations  for  the  sake  of 
reparations. 

At  Potsdam,  the  victorious  powers  agreed  to  a 
program  of  reparations  in  the  form  of  capital  re¬ 
movals.  Although  nothing  was  said  about  current 
output,  the  language  of  Potsdam  makes  it  fairly 
clear  that  reparations  in  this  form  are  excluded, 
at  least  until  German  exports  have  become  suffi¬ 
cient  to  pay  for  necessary  imports.  No  provisions 
of  the  Potsdam  protocol  have  occasioned  as  much 
dispute  as  the  reparations  provisions  and,  among 


i 


210 

the  economic  terms,  there  are  none  on  which  the 
differences  among  the  powers  appear  to  be  as 
great.  The  U.S.S.R.  has  reiterated  its  claims,  ad¬ 
vanced  by  Stalin  at  Yalta,  to  $io  billion  in  repara¬ 
tions  which,  if  the  Yalta  formula  was  followed, 
would  mean  a  total  of  $20  billion  in  reparations 
for  all  countries.  Since  the  value  of  capital  re¬ 
movals,  even  under  the  original  level-of-industry 
agreement,  would  not  exceed  $3  billion,  the  Rus¬ 
sian  claim — if  it  is  possible  of  achievement  at  all — 
would  mean  systematic  exploitation  of  the  German 
economy  for  reparations  purposes  for  a  very  long 
period  of  time. 

The  American  interpretation  of  Potsdam,  on  the 
other  hand,  limits  reparations  to  the  removal  of 
capital  equipment  or,  in  any  case,  holds  that  repa¬ 
rations  from  current  output  could  only  be  provided 
after  Germany  has  become  self-sufficient  at  the 
Potsdam  standard  of  living.  Since  Germany  is  far 
from  being  self-sufficient  and  since  the  present 
standard  of  living  falls  far  short  of  that  contem¬ 
plated  at  Potsdam,  it  would  be  a  very  long  time 
before  reparations  from  current  output  would  be 
practical. 

At  Moscow  the  United  States  made  a  small  con¬ 
cession  in  the  direction  of  reparations  from  current 
output.  In  return  for  an  agreement  to  raise  the 
level-of-industry,  the  United  States  delegation  an¬ 
nounced  its  willingness  to  consider  reparations 
from  current  output  to  the  value  of  the  plant  and 
equipment  which  would  have  been  available  but 
which  becomes  no  longer  available  with  the  in¬ 
crease  in  the  level-of-industry  to  be  permitted  in 
Germany.’^  Reparations  deliveries  from  current 
output,  however,  would  not  begin  until  German 
exports  are  sufficient  not  only  to  pay  for  current 
output  but  to  pay,  as  a  prior  charge,  costs  of  occu¬ 
pation  and  relief  incurred  by  occupying  powers. 

Reviewing  the  most  important  economic  pro¬ 
visions  of  Potsdam  concerning  the  treatment  of 
Germany  as  an  economic  unit,  the  level  of  per¬ 
mitted  industry,  and  reparations,  we  have  seen  that, 
despite  the  change  in  American  public  and  official 
opinion  regarding  a  proper  settlement  in  Germany, 
the  economic  provisions  of  Potsdam,  at  least  on  the 
basis  of  the  American  interpretation,  are  probably 
not  seriously  incompatible  with  such  a  settlement. 
Consequently,  we  may  expect  the  American  dele¬ 
gation  at  the  London  Council  of  Foreign  Ministers 
to  show  the  same  support  for  the  Potsdam  agree¬ 
ment  that  it  displayed  at  Moscow. 

14.  “Moscow  Meeting  of  the  Council  of  Foreijjn  Ministers,” 
Statement  on  Reparations  by  the  Secretary  of  State,  Department 
of  State  Bulletin,  April  13,  1947,  pp.  652-53. 
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Although  the  United  States,  for  reasons  discussed 
above,  would  probably  be  well  satisfied  to  accept 
a  settlement  on  Germany  essentially  along  lines  en¬ 
visaged  at  Potsdam,  the  prospects  for  such  a  settle¬ 
ment  do  not  appear  to  be  bright. 

At  Moscow,  the  cleavage  between  the  U.S.S.R. 
on  the  one  hand,  and  Britain  and  the  United  States 
on  the  other,  was  even  wider  than  it  appeared  to 
be  at  Potsdam.  The  U.S.S.R.  delegation  at  Moscow 
advanced  claims  that  were  not  only  unacceptable 
to  the  other  powers,  but  were  known  in  advance 
to  be  unacceptable.  Russia  demanded  that  Britain  ( 
and  the  United  States  abandon  forthwith  their  ' 
bizonal  operation  in  Germany  which  had  been 
adopted  only  because  the  possibility  of  joining  the  ! 

four  zones  seemed  to  recede  ever  further  into  the  1 

distance.  Foreign  Minister  Molotov  advocated  four- 
power  control  of  the  Ruhr  although,  with  eco-  j 
nomic  unification,  the  U.S.S.R.  could  at  any  time 
share  in  the  control  not  only  of  Ruhr  resources, 
but  of  all  resources  in  Germany.  It  was  announced 
at  Moscow  that  the  Soviet  government  regarded 
the  satisfaction  of  its  claim  to  $10  billion  in  repara¬ 
tions  as  an  absolute  condition  to  Russian  agree¬ 
ment  on  other  aspects  of  the  German  settlement. 
Moreover,  the  recalcitrance  of  the  Soviet  delegation 
was  as  marked  on  other  economic  and  political  is¬ 
sues  as  on  these  here  cited. 

The  Soviet  Union  did  not  seek  agreement  on 
Germany  at  the  Moscow  conference,  and  it  is  an 
interesting  question  why  this  was  so.  Two  possible 
explanations  may  be  offered.’^  According  to  the 
first,  the  Moscow  conference  represented  simply 
another  example  of  Soviet  tactics  in  negotiation 
which  are  by  now  all  too  familiar.  The  negotiation 
of  peace  treaties  with  Germany’s  satellites  required 
fifteen  months  largely  because  the  Soviet  negotia¬ 
tors,  through  a  long  process  of  testing  the  firmness 
of  initial  positions  taken  by  the  other  powers,  f 
maintained  their  extreme  claims  till  near  the  end.  | 
It  is  possible  that  the  German  settlement  presents  | 
another  case  in  point.  If  so,  it  may  be  that  conces-  i 
sions  will  be  made  in  London  in  November  or,  if  | 
not  in  London,  at  some  subsequent  meeting  of  the  I 
Council  of  Foreign  Ministers.  | 

The  second  explanation  of  failure  at  Moscow  is  1 

in  terms  of  a  possible  Soviet  estimate  of  its  own  | 

bargaining  position.  The  U.S.S.R.  may  not  have 
sought  agreement  because  it  considered  that  the 
probable  course  of  events  favored  delay.  Within  a 
relatively  short  period  of  time,  the  Russian  position 
in  Eastern  Europe  may  be  consolidated,  and  eco- 

15.  Cf.  E.  S.  Mason,  “Reflections  on  the  Moscow  Conference,” 
International  Organization,  September  1947,  p.  475-87. 
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nomic  disintegration  in  Western  Europe  may  work 
in  a  manner  favorable  to  an  increase  in  Soviet 
power  and  prestige.  The  long  anticipated  depres¬ 
sion  in  the  United  States  may  actually  occur,  with 
a  consequent  enhancement  of  American  isolation¬ 
ist  tendencies.  Over  and  above  these  short-term 
considerations  is  the  well-known  Soviet  conviction 
that  the  tide  of  events  is  running  definitely  against 
the  capitalist  democracies  and  in  favor  of  the  spread 
of  communism.  Under  these  circumstances,  why 
make  concessions  when  time  will  produce  the  de¬ 
sired  results.? 

If  the  first  explanation  of  failure  at  Moscow  is 
correct,  there  is  still  hope  in  negotiation.  If  the 
second  is  correct,  the  only  fruitful  course  of  action 
for  the  United  States  is  to  attempt  to  bring  about 
a  course  of  events  favorable  to  us.  It  is  entirely 
possible,  of  course,  that  each  explanation  contains 
an  element  of  truth.  Here  we  are  concerned  with 
the  practical  possibilities  of  negotiation. 

WHAT  CONCESSIONS  COULD  U.S.  MAKE? 

When  the  Council  of  Foreign  Ministers  meets 
in  November,  it  seems  quite  probable  that  the  posi¬ 
tions  taken  by  the  four  powers  in  Moscow  will  be 
reiterated.  Are  there  any  economic  concessions  by 
means  of  which  the  United  States  might  facilitate 
agreement  on  the  assumption  that  the  Soviet 
Union  wants  to  agree?  While  concessions  might 
be  made  on  a  number  of  relatively  minor  issues, 
such  as  a  special  regime  for  the  Ruhr,  the  treat¬ 
ment  of  Soviet  property  acquisitions  in  Germany, 
the  details  of  a  financial  plan  for  Germany  and 
other  matters,  the  one  great  and  overriding  eco¬ 
nomic  difference  between  Britain  and  the  United 
States  on  the  one  hand,  and  the  Soviet  Union  on 
the  other  concerns  reparations.  On  this  issue  the 
French  occupy  an  intermediate  position. 

Although  space  does  not  permit  an  adequate  ex¬ 
amination  of  the  reparations  question,  it  must  be 
emphasized  that  there  are  very  serious  limitations 
to  the  possibilities  of  American  concessions.  The 
United  States  already  carries  a  heavy  relief  burden 
in  Germany  and  will  in  all  probability  have  to  as¬ 
sume  that  now  borne  by  the  British.  To  saddle 
Germany  with  an  obligation  to  pay  reparations 
from  current  output  would  greatly  increase  that 
burden.  If  the  obligation  is  postponed  until  Ger¬ 
many  becomes  self-supporting,  a  number  of  years 
will  elapse.  If  then  the  obligation  is  assumed,  it 
can  hardly  be  enforced  without  the  maintenance 
of  occupation  troops  in  Germany  for  the  duration 
of  the  reparations  claims.  Finally,  it  is  difficult  to 
imagine  any  undertaking  more  likely  to  prove  a 
constant  source  of  friction  among  occupying  pow- 
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ers  than  the  administration  of  a  program  of  repa¬ 
rations  from  current  output. 

For  these  reasons  and  others,  it  seems  probable 
that,  if  agreement  is  to  be  reached  on  this  most 
seriously  contested  economic  issue  now  dividing 
the  four  powers  immediately  concerned  with  a 
German  settlement,  the  major  concessions  will  have 
to  come  from  the  U.S.S.R. 

MARSHALL  PLAN  AND  GERMAN  ECONOMY 

If  the  second  explanation  of  failure  at  Moscow  is 
correct,  the  only  practicable  course  of  action  open 
to  the  United  States  is  to  attempt  to  bring  about  a 
change  in  that  current  of  events  on  which  the 
Soviet  forecast  would  seem  to  be  based.  The  for¬ 
eign  aid  program  now  under  discussion,  the  so- 
called  Marshall  plan,  is  an  attempt  to  do  precisely 
that  in  Western  Europ>e,  and  in  this  program  our 
policy  toward  Germany  has  an  important  role 
to  play. 

It  is  a  policy  obviously  fraught  with  difficulties 
both  political  and  economic  which  lie  beyond  the 
scope  of  this  report.  In  general,  however,  it 
may  be  said  that  a  wise  policy  will  aim  at  a  Ger¬ 
man  recovery,  within  the  broader  context  of  Euro¬ 
pean,  recovery  as  a  whole,  by  measures  which  (a) 
leave  op)en  as  far  as  possible  the  door  to  eventual 
accommodation  with  the  Soviet  Union  in  Ger¬ 
many  and  elsewhere,  and  (b)  pay  due  attention  to 
the  long-range  security  preoccupation  of  Western 
Europe,  particularly  of  France,  concerning  dangers 
of  a  highly  industrialized  and  aggressive  Germany. 

The  British  and  American  governments  came  to 
the  conclusion  soon  after  Moscow  that,  whether 
agreement  on  a  German  settlement  could  or  could 
not  be  secured,  the  level  of  permitted  industry  in 
their  two  western  zones  had  to  be  settled  in  the 
very  near  future.  If  production  in  Germany  was  to 
recover,  the  Germans  must  know  what  facilities 
were  going  to  be  available.  The  settlement  of  this 
question  was  necessary  also  in  order  to  resume  the 
flow  of  reparations  deliveries  to  claimant  countries 
both  east  and  west.  It  was  recognized,  moreover, 
that  the  longer  the  decision  was  postponed,  the 
more  difficult  it  would  become  to  carry  out  a  pro¬ 
gram  of  capital  removal. 

The  new  level-of-industry  agreement  was  nego¬ 
tiated  with  all  these  considerations  in  mind  and  an¬ 
nounced  on  July  15,  1947.  The  industrial  capacities 
to  be  retained  in  Germany  were  obviously  deter¬ 
mined  on  the  basis  of  economic  considerations.  A 
self-supporting  Germany  capable  of  contributing 
to  the  recovery  and  prosperity  of  an  interdependent 
European  economy  was  the  primary  objective.  The 
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French  have  protested  strongly  against  this  new 
level  of  permitted  industry  on  security  and  other 
grounds.  The  new  agreement  will  also  drastically 
curtail  the  supplies  of  capital  equipment  available 
for  reparations  deliveries. 

New  decisions  will  have  to  be  made  on  both  the 
security  and  the  reparations  questions,  but  it  is 
difficult  to  see  how  these  decisions  can  be  taken 
until  it  becomes  clear  whether  Germany  is  to  be 
united  or  to  continue  partitioned.  If  the  three  west¬ 
ern  zones  have  to  be  constituted  as  a  western 
Germany,  the  total  population  will  be  approxi¬ 
mately  48,000,000  rather  than  the  70,000,000  of  a 
united  Germany.  This  in  itself  significantly  changes 
the  magnitude  of  the  security  problem,  although 
it  by  no  means  relieves  the  Western  powers  of  the 
necessity  of  finding  a  solution.  The  prospects  of 
reparations  from  current  output  for  the  Western 
claimants  will  be  seriously  affected  by  the  much 
greater  difficulty  of  developing  any  sort  of  export 
surplus  from  the  misshapen  and  mangled  western 
Germany. 

Pending  the  solution  of  these  problems,  it  must 
be  recognized  that  the  immediate  limitation  on 
further  industrial  recovery  in  the  whole  of  Western 


Europe,  including  Germany,  is  the  shortage  of 
food,  fuel,  and  raw  materials.  In  so  far  as  the 
United  States  has  influence  on  the  allocations  of 
commodities  in  short  supply — and  that  influence  is 
admittedly  large — our  preoccupation  should  be  not 
with  recovery  in  Germany  or  any  other  particular 
country,  but  with  allocation  that  will  promote  re¬ 
covery  in  the  whole  of  the  area  covered  by  our 
foreign  aid  program.  It  would  be  possible  for  the 
United  States,  by  concentrating  attention  on  Ger¬ 
many  and,  in  particular,  by  diverting  a  maximum 
of  the  Ruhr  coal  output  to  German  use,  to  cut  our 
costs  in  Germany.  On  the  other  hand,  the  slow¬ 
ing  down  of  recovery  elsewhere  would  merely  in¬ 
crease  the  demand  in  other  countries  for  Ameri¬ 
can  aid.  It  would  also  be  possible,  by  diverting  a 
maximum  of  Ruhr  coal  output  to  export,  to  pro¬ 
mote  recovery  outside  of  Germany  and  lessen  the 
demand  for  United  States  aid.  This,  however, 
would  certainly  increase  the  already  heavy  cost 
of  relief  and  occupation  in  Germany. 

Unless  and  until  we  can  secure  Soviet  coopera¬ 
tion  in  a  German  settlement,  our  policy  toward 
Germany  will  have  to  be  shaped  within  the  con¬ 
text  of  the  current  foreign  aid  program  for  West¬ 
ern  Europe. 
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